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Abstract  The paper aims at estimating the existence of a trilemma in the Eurozone, 
i.e., to assess to what extent the net capital flows, the volatility of bond yields and the 
fiscal stance are strictly linked to each other constraining countries’ ability to manage 
the internal policy goals. The existence of constraints on policy alternatives is estimated 
for 11 Eurozone countries from 2002 till 2012. The sample is then divided into pre- 
(2002–2008) and post-crisis (2009–2012) periods. A further division between the 
PIIGS and the non-PIIGS is then applied. The results show the validity of the trilemma 
for the whole Euro area and for the whole period but with some distinction between the 
pre- and post-crisis periods and between the PIIGS and the non-PIIGS countries. The 
existence of the trilemma underlines the presence of national constraints and suggests, 
for the future of the Eurozone, to push towards centralized fiscal policy instruments. 
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